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ACTION SS-25 

INFO OCT-01 ISO-OO SSO-OO /026 W 

099751 291516Z/46 

O 291508Z AUG 77 
FM AMEMBASSY BONN 
TO SECSTATE WASHDC IMMEDIATE 0984 
INFO USMISSION USBERLIN IMMEDIATE 
AMEMBASSY LONDON IMMEDIATE 
AMEMBASSY PARIS IMMEDIATE 

CONFIDENTIAL BONN 14066 

EXDIS 


E.O. 11652: GDS 

TAGS: EAIR, PGOV, WB, GW, FR, UK, US 

SUBJECT: CIV AIR: INTERNAL GERMAN SERVICE FARE INCREASE 
PROPOSAL 

REF:A.USBERLIN 2255 B. BONN 13524 (EXDIS) 

1 . EMBASSY CANNOT CONCUR WITH SUGGESTION PARA THREE 
REFTEL THAT HIGHER FARE INCREASE THAN ECONOMICALLY 
JUSTIFIED IN OPINION OF CAB SHOULD BE ALLOWED PAN AM 
TO ENCOURAGE THAT COMPANY TO REMAIN IN BERLIN OVER 
LONG TERM AND TO CONTINUE TO OPERATE UNPROFITABLE ROUTES. 
WE BELIEVE MAXIMUM CONCESSION WE SHOULD MAKE ON LATTER 
PROBLEM IS TO PERMIT SOMEWHAT HIGHER INCREASE ON CERTAIN 
ROUTES SO LONG AS OVER-ALL INCREASE NOT ABOVE LEVEL OF 
FAIR RETURN ON INVESTMENT. 

2. WE BELIEVE ALLOWING HIGHER INCREASE FOR ABOVE 
REASONS WOULD BE QETTING ON VERY DANQEROUS 
GROUND. TO DO SO WHILE REPRESENTING INCREASE AS 
ECONOMICALLY JUSTIFIED TO FRG AND BERLIN GOVERNMENTS 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 02 BONN 14066 2915 15Z 

AND PUBLIC WOULD BE ACTING IN BAD FAITH AND WOULD 
PROBABLY BECOME KNOWN SOONER OR LATER. TO DO SO OPENLY 
WOULD SURELY BRING STRONQ CRITICISM FROM OFFICIALS AND 
THE PRESS. 

3. WE ARE VERY DUBIOUS THAT GALLAGHER'S REMARKS ARE 
VALID ON PAN AM'S VIEWS OF THE IGS, HAVING RECENTLY 
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HAD A CONTRARY STATEMENT FROM PAN AM'S MANAGING 
DIRECTOR FOR GERMANY AND CENTRAL EUROPE THAT HE WAS 
DELIGHTED WITH THE IGS BECAUSE IT WAS "A MONEY MAKER ". 
IF IN FACT PAN AM CAN BE KEPT IN BERLIN OVER THE 
LONG RUN ONLY BY THE CAA'S PERMITTING IT EXTRAORDINARY 
PROFITS, THIS WOULD BE DIFFICULT TO ACCEPT. THERE ARE 
MANY PEOPLE, BOTH GERMANS AND AMERICANS, WHO BELIEVE 
PAN AM IS ALREADY MAKING EXTREMELY HIGH PROFITS ON THE 
IGS. TO MAKE THIS OFFICIAL POLICY WOULD PUT THE ALLIED 
GOVERNMENTS IN AN EXPOSED AND PROBABLY UNTENABLE 
POSITION. 

STOESSEL 


CONFIDENTIAL 
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